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STATSPEC for ehanges a in 1 cf iliS aut hori zf tip^ AE^nd^ 1 ^ adJustments 
costs of new £ J norizatio n, AE and co nstruction 

to UD/I has additional 

have been A drawn a from f OffiS 1 A S the Assignments specifics 

possible and I?so ?rom Se U nbuS^ n PaperS aS far as 
in the FY 65 Operating Rndo-~+ b d f * d re( l u: Lrements column 
list these Budget. Paragraphs 3 and 4 below 

in posllilns ' consideration was given lor Increases 

^isSssSSS? 5S“ 

~ SK%K°~ 

anaiysis o?'inc?eas^d InS^L^a!^ 0 ” 1 " 8 SyStems and 


STATSPEC 


25X1A 



The following are selected unbudgeted 


requirements 
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^g^Ig^IIONAL_CHANGES TO BE EXPLORED 
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" NKc 1 ?epr?IenUt?on Center haVe 0CI Watch absorb 
Pick'up ?ufc??oi and'part Tposm™s t0rial Divisi “ 

' sU°« iS a r ?an g :L a t.° ffiCe and provid * Production 
retrenchment eV1SW ° f program to consider further 

Transfer Graphics to ORR Cartographic Division. 

Watch to pick up NMCC representation. 

Reduce Military Division -i n -p 

Economic Research Iwa faVOr ° f 0RR “Utary- 
Reduce basic intelligence effort. 

EXPl ° re Merger of 0RE PCI military staffs. 


- Eliminate 


position. 
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acti?ity C to 1 |liilf S Branch and transfer some of this 


Reduce FDD exploitation effort. 

Reduce FDD commitment in the 
possibly abolishing that ofli 

Eliminate the 
this work done 


getner 


effort , 


and have some of 


Reduce cateloguing. 

- Merge MD and SR/MB, and go to two shifts 
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DPI EVALUATION OF REDUCTION 


The allocation to DDI of a quota of 36% of the proposed cut 
is a serious error of judgment . Indeed no part of 
this cut should be borne by the Directorate of Intelligence. 

Inasmuch as NPIC is excepted, this cut means a reduction 
of 6.1%, a matter of more consequence than this figure in the 
abstract would indicate. 


Production demands of the Government and the 

DCI placed upon the DDI have consistently increased. 

• Intelligence information requiring evaluation and 
collation in order to meet these demands hav-e jtot /0 
consistently increased. 

• Except for NPIC, resources placed at the disposal 
of the DDI have been periodically reduced (adjusted 
for the transfer of OSI to DDS&T and excepting NPIC 
DDI personnel ceilin^ia^ve^h^ast eleven 
years dropped from 

• DDI has repeatedly brought to the attention of top 
management the fallacy of favoring the vast expenditure 
of funds for technical intelligence (which yields 
disportionately lower returns) over the social sciences 
(upon which all evaluation and judgment ultimately 
depend) . 

More concretely , added technical collection means 
more flow into the system, requiring more guidance, 
more processing, more evaluation, more analysis and 
more reporting, all or much of which must come from 
the DDI (we have our experience with NPIC as one 
case in point) . 

In short, we believe there now exists an imbalance (between 
DDI on one hand and DDP and DDS&T on the other) which the present 
cut accentuates to the detriment of the over-all intelligence 
effort, noting in particular our statutory responsibilities and 
those embrace^, in the services of common concern we have over 
the years undertaken to provide. 
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TXT ™F PS T0 BE TAKEN 0R explored 
IN ORDER TO MINIMIZE ADVERSE EFFECT OF 
REDUCTION IN FORCE 


STATSPEC 
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1. We will seek to have more work done on a contract 
basis, including possibly setting up a RAND-type facility to 
do classified research and research support activities. The 


is a going concern which may provide some of these 
additional services. 

2. We plan to facilitate the placement of displaced personnel 
by reducing the rolls of personnel now or soon to be eligible 
for retirement and to whom we have granted extensions for one 
reason or another. We shall also count on attrition and upon 
finding within the displaced those qualified, or who can be 
trained to qualify for NPIC vacancies. 

3. We shall identify individuals who, while not marginal 
performers, are in this new situation surplus to our needs and 
recommend their separation from DDI. 

4. Organizational changes promising relief under the new 
situation will be proposed, though we are conscious that changes 
of this kind invariably create new problems which could aggravate 
the situation beyond making implementation desirable. 

5. We shall set up a reserve of slots in the DDI to be 
used to give relief in those situations where the impact of 
change has been more detrimental than anticipated either because 
of errors in Judgment or because of unforeseen developments. 
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CONCEPTUAL BASIS FOR WEIGHING 
COMPONENT PRORATED CUTS 


The DDI basis for arriving at a conclusion that all programs 
are not equally to be taxed for the cut is based upon the premise 
that national intelligence warrants priority consideration over 
USIB programs of common concern, Agency intelligence production, 
and Agency services of common concern. Likewise, USIB services 
of common concern have priority over Agency intelligence production, 
which in turn rates ahead of Agency services of common concern. 

If we assume straight linear relative importance, we would 


weigh relative cuts between programs as follows 


I. National 

II. USIB Common Concern 
HI. Agency Production 
IV. Agency Common Concern 



* -L \ 

J — s 


In applying this formula, we would, for example, take a 
% cut entirely in category IV, or a 3% cut among categories II, 


III, IV m the relative proportions of 1:2:3. In any case 

involving a cut of 4% or over, all categories would sustain 
reductions . 


The particular case involves a reduction by FY66 of 6.1% 
m selected areas (i.e., NPIC was specifically to be exempted). 
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REARRANGED BY PRIORITY 
WITHIN GROUPS 


NATIONAL INTELLIGENCE 


Calculated Assigned 
0“°^ Quota 


25X9 


1. OCR/DD/DISEM-OCI/REG 

2. OCI/Watch-CGS/OPS 

2. ORR/ GEO/CART— OCI/GR ^ 
4 - OCR/SR 

5 • OCR/ LY-ORR/GEO/MAP 
”• OCR/LS-ODDI/OS 

7 . CGS/CG 

8 . OCR/FIB 
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9. 

OO/SOVMAT 

10. 

OCR/ GR/FILM 

11. 

ocr/gr/photo 


Calculated Assigned 
— Quota 
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SPECIFIC IMPACT OF CUT IN DDI 
ON NATIONAL AND AGENCY PROGRAMS 


NATIONAL INTELLIGENCE 

- Reduction of production in OCI resulting in inability 
to meet the accelerated schedule for the NIS only 
recently approved by USIB. A reduction in OBI's key 
role in the NIS program largely to be reflected in pro- 
duction delays and in a drop in quality control. 

USIB SERVICES OF COMMON CONCERN 

- The exploitation of foreign language publications will 
be reduced by 10%, as will translation service. Even 
with success at contracting out some of this work, the 
net effect will be to provide Community analysts with less 
coverage (already highly selective) , have it less tailored 
to needs, more condensed than at present, and less timely 
(adding 1-2 weeks to production time) . 



- Economic research and analysis will be reduced 10%. This 
will eliminate all commodity studies on the Free World 
virtually all industry studies on Communist economies 
and would require some cutback in aggregative research. 
Primary impact would be in reduction of support for DCI 

^L^ S *A5 dViS ° ry „ Committee on Ex P° rt Policy, the Economic 
Defense Advisory Committee, the U.S. -Soviet Exchange 
Program, and the Clandestine Services • 


SECRET 
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AGENCY (DEPARTMENTAL) PRODUCTION 

— Geographic research will be reduced by 10%, thereby 
reducing the effort on the USSR (by 15%) , Far East 
(by 12%), and Europe (by 20%). This will decrease 
operational support to DD/P and DD/S&T, and cut back 
work on the Army's USSR mapping project (using TKH) 
by 1/3. 

- BasicHandbooksproducedby 0C I and ORR for the 

DDP will have to be 

- We had planned to augment Military-Economic Research 
and will still endeavor to do so in view of the 
importance of this work to Mr. McNamara's efforts in 
cost effectiveness. If we are unsuccessful in 
increasing this program we plan to cut out military 
research on Free World forces and concentrate on the 
USSR. 


AGENCY SERVICES OF COMMON CONCERN 

- DDI Operations Center concept will be scrapped and an 
attempt will be made to salvage some aspects of it by 
augmenting the OCI Watch. 

- Cartographic and graphic services in support of map 
production programs, Clandestine Services counterinsurgency 
programs, publications, and briefings will be reduced 
slightly where we had planned to increase them. 

- Film reference service to the Community, and in par- 
ticular to Training and the Clandestine Services will 
be reduced. 

- Personality and Ground photo reference service in support 
of the Community and in particular NPIC and Biographic 
Register will be so reduced as to make probable the entire 
elimination of this unique service and its valuable holdings. 


SECRET 
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Memorandum of Conversation 



date: 1 b OCT 1964 


SUBJECT 


25X1A 


25X1A 


ORR Contributions to Estimates of Soviet Military Expenditures 
and Economic Implications 


PARTICIPANTS: Ray Cline 



COPIES TO : dd/i, Ch/CIA/DIA JAG, Ch/E, Ch/M, Ch/D/A, Ch/p/ME, AD/RR and 

dad/rr 


25X1 A 


f 

f ■ 

25X1 A 


( 


25X1A 


25X1 A 


i ■ 

i 


i 


explained in some detail the variety of requirements within the 
DOD fo^e^xmeSes of Soviet military expenditures through 1970 and the impact 
or implications of these expenditures on the Soviet economy. He noted that Mr. 
McNamara 1 s whole philosophy of forward-planning with regard to US strategic and 
defense forces required estimates of enemy forces and over-all capabilities. 


UUreferred to the correspondence between General Carroll and the DCI on 
DIA’s interest in military- economic analysis, between General Carter and General 
Hawkins or Betts on CIA support to the Threat Analysis Study, and the recent 
request from DIA for more economic forecasting in the forthcoming NIE, In fact 
this meeting, held on 6 October in Mr. Cline’s office, was sparked by a written 
request from General Maples to Mr. Cline requesting that duplicates of MR A* s 
computer tapes and programs on Soviet military expenditures be provided to the 


DIA, but 
taken on Gener 


explained that General Taylor did not wish to have action 
Maples* request until he could look into the matter over the 
next two or three weeks. Mention was made of the reports of the JCS Chairman’s 
Special Study Group, the interests of the Comptroller’s office, and the Army’s 
R&D study relating to the Nike X. , 


pointed out that the only components in or out of the Government 
which have accumulated the data and competence to respond meaningfully to these 
needs are the Military- Economic and Economic Research Areas of ORR. Components 
in the DOD, particularly In DIA, are forced to respond to requests for estimates 
in these fields, and will turn more and more to external research contracts, 
such as the current SRI and the imminent Rand contracts, if CIA cannot provide 
the answers. The result of increasing dependence by the. DOD on external research 
for obtaining these types of estimates could be harmful to our national security 


and cause difficulties in coordination at national intelligence levels. 
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It was generally recognized by the group that the resources which MRA and 
ERA could devote to estimates of Soviet military costs and economic impact 
were quite limited. In particular, the MRA could not, with its current staff, 
provide what should amount to a service of common concern in the expenditures 
field. As far as estimates of future Soviet economic developments end adjust- 
ments to accommodate estimated military programs are concerned, ERA believes 
that several cuts could be made in responding to this problem. To date little 
meaningful work has been done on the problem of studying alternative choices 
within the Soviet economy as they might develop in association with oncoming 
ooviet military programs. As a first cut, stop-gap educated estimates are being 
made for use at the national intelligence level. As a second cut, a small cadre 
of experienced professional economists (6-10) would be needed to develop a 
capability to provide a relatively effective ability to respond adequately to 
a variety of requests from within the community for such estimates. As a third 
cut, a substantial number of economists (15-20 or more) would have to be trained 
in the subject matter, in appropriate methodologies, and in knowledge of the 
source data in order to undertake a long-term systematic study of the economic 
problem. Such a research group should, if possible, be "in-house." A captive 
external research organization might penult adjustments in the organization of 
the Agency's economic intelligence research to permit establishment of such a 
group. 

Mr. Cline expressed the wish that some of the assets available to DIA 
could be utilized in solving the total problem. 

With respect to the study of Soviet military expenditures, it was gener ally 
agreed that the possibilft^o^establishing a center for this purpose should be 
carefully considered. believed that General Taylor would be sympathetic 

to this approach because he realizes that DIA does not have nor could it easily, 
if ever, develop the competence required. MRA/CIA should administer the center; 
should have a veto power regarding substantive matters of input and analysis, if 
and when necessary; and CIA from outside the Directorate of Intelligence or the 
DIA should provide approximately 10 slots to the center, the incumbents for 
which would be selected by MRA. 

With respect to the study of future Soviet economic developments and the 
impact of military expenditures of the Soviet economy, it was agreed that the 
second cut described above should be sought, with at least 5 slots to be pro- 
vided from outside the Directorate of Intelligence, the incumbents of which 
would be economists selected and obtained through transfer or recruitment bv 
ERA. J 

HPHHH was instructed to inform General Taylor that ways are being 
investigated for responding to DIA’s needs as set forth in General Maples' 
request. 



Research and Reports 
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POSSIBLE QUESTIONS TO ASK TO DETERMINE THE NEED 
POP A DETAILED MANAGEMENT SURVEY 


What is my organization doing? 


• in detail the functions that my organization 

is performing and the reasons that it is performing them. 

What is my organization supposedto be doing and how does it 
compare with what is being done? 


the nscTd °nr?n iZ m/? n T Ca r rying out the letter and intent of 
be! InStrUCtlon OT ’*•*«« the enabling 

n^fbelnf perfo™eSr tiCUlarly “ raanpowor - of functions 

functions^fL^Sat 'id!" 11 h ° W ^ are performin S »*>« 

What should it be costing me both now and projecting into the 
to perfo™? CCOmpllSh thG j ° bS Whidl my orgLiLtio/was seJ up 

slioulln L a |L rea !i T thod 0f d f tcrminin S wha t investments I 
resp^sibUi“es! ™ ° rdCr t0 car ^ out "V 
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IMPORTANT POINTS IN THE CONDUCT OF THE MANAGEMENT SURVEY 


Top Management Direction 


The survey must receive the whole-hearted support and 
personal direction of the AD or at a minimum the DAD. 

Use Full Chain of Command 

All senior managers and supervisors must play an active role 
in the carrying out of the survey. This is no job for a staff 
alone. 

Set Objectives 

Hie objectives of the study must be clearly spelled out ahead 
of time and be fixed in the minds of all who participate. These 
objectives, however worded, correspond closely to the questions 
raised on the proceeding page . 

Validate Responsibilities 

It must be proven that the mission and functions being performed 
represent a valid discharge of the responsibilities assigned the 
organization. If they cannot be proven necessary they probably should 
be dropped. 

Provide Basic Assumptions for Common Understanding 

Everyone participating in the survey must work from a common 
base. Estimates of on-coming workload, validation of functions to 
be performed, priorities of work to be done, etc., should be 
established, even if on an arbitrary basis. 

Create Committees for Cross Check 

A Steering Group, comprised of the several senior members of 
the organization, can be established to direct and monitor the 
overall activities of the survey. Sub-groups of division, chiefs 
and/or branch chiefs can be used to survey the principal areas of 
activity and functions being performed in the office. Through this 
mechanism no individual is left to come up with unilateral 
statements of facts or projections which cannot be verified. 
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Use Detailed Functional Approach 

The functions performed in the office should be isolated and 
studied as opposed to the normal concept of reviewing the office 
by sub-organization, namely, division, branch and section. Since 
the organization was created presumably to carry out the functions 
it is the functions themselves that are of primary interest. 

Work in Man-hour Figures, Not Numbers of Personnel 

Net man-hours required to perform a given job or function should 
be determined and then converted to personnel. Estimating the 
number of personnel can magnify the effect of error and make it 
harder to determine just how much working time is required for a 
given function. 

Creating a Follow-up Mechanism 

Some element should be given the responsibility to develop a 
statistical approach for the continuing examination of the use of 
manpower within the office. Hie need for this, the amount of 
investment to be made and the practicality of producing meaningful 
results will vary, of course, with the type of activity and size 
of organization. 
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Impact of Proposed t/ 0 Cut on ORR 


25X1A 



1. Since FY 1959 ORR has been cut these and subse- 

quent figures have all been adjusted and do not inc lude^per s onnel 
who have been transferred to the Collection Guidance Staff). Since 
the beginning of FY 1964, ^^^^^^|have been taken from ORR and, 

in addition, positions have been deleted. The 

loss of an additional^^^^^H would raise the total cut for ORR 
The total reduction since the beginning of 1964 would be 

Sy ytAxTL—tf 

2. These cuts have occurred during a period when ORR was 
assigned substantial additional responsibilities and while the 
workload of the Office was sharply increased. These new responsi- 
bilities included: 

a. Additional assignments in the field of military 
intelligence. 

b. A new assignment for coverage of Free World economies, 
involving support for the NIS, EIE's, national policy papers, 

H^l^mand OCI. 

c. Tremendous increases in policy support generally 
(there was a 40 percent rise in ad hoc requests on ERA/MRA 
in the first six months of 1964). 

d. Rew responsibilities for the Collation Project i 


25X9 
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e. A large Increase in geographic support to the 
Clandestine Services. 

In addition, requests on Cartography, Map Library Acquisitions, 
as well as requests on the Map Library, have increased substantially. 

3. Numerous adjustments have been made internally, overtime 
is now running at 50,000 hours a year and there has been a large -- 
and indeed a dangerous — cutback in our research effort . We 

are now turning down important requests for assistance (which we 
can list if you wish) and have cancelled or failed to undertake a 
large number of research projects which will eventually be needed 
in support of the policymakers (these, too, we can list if you wish). 

4. If we are obliged to cut an additional the 

trends referred to in the foregoing paragraph will. accentuated and 

A 

we will be obliged to turn down an additional number of important 
requests in the future. This is to say nothing of the further 
inroads on the research program. I am sure you realize that this 
means a weakening of our ability, not only to do research on the 
Free World and on military intelligence, but on subjects for which 
we have been assigned primary responsibility under DCID 3/l and 
DCID 3/2. 


oad/rr 

6 July 1964 
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